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Why  the  high  cost? 

hi  this  first  issue,  Rale  Rflif/ explains  the 
or  MWRA  water  and  sewer  charges, 
le  reasons  for  the  increases, 
^payers  in  the  MWRA  communities 
g  irtificially  low  fees  for  water  and 
.  services  for  many  years  because  the 
pipes,  pumping  stations  and  treatment 
plants  were  not  being  sufficiently  main- 
tained and  upgraded.  For  20  years  before 
the  MWRA  was  founded,  the  MDC  spent 
an  average  of  only  $11  million  a  year  on 
capital  investment  in  the  basic  water  and 
wastewater  infrastructure  for  its  service 
area.  By  contrast  in  1993,  the  MWRA  will 
spend  $781  million  on  rebuilding  its  ser- 
vice delivery  system.  Rates  that  were 
among  the  nation's  lowest  in  1986  ($140 
per  year  for  the  average  household)  have 
now  risen  to  among  the  highest  ($535  per 
year).  Without  rate  relief,  rates  are  pro- 
jected to  climb  to  $864  in  today's  dollars 
or  $1,296  by  1999  when  the  effect  of  in- 
flation decreases  the  purchasing  power  of 
the  dollar. 

The  MWRA  raises  money  to  fund  capi- 
tal projects  by  issuing  bonds  ($1.9  billion 


to  date)  to  institutional  and  indi\  idual 
lenders. 

Debt  service  on  the  bonds  (recurring 
payments  of  interest  and  principal  to  pay 
off  the  bonds)  lo  finance  MWRA  projects 
has  become  the  biggest  single  item  in  the 
budget.  New  debt  service  will  be  added 
because,  altogether  between  1993  and 
1999,  the  MWRA  plans  to  spend  $3.2  bil- 
lion on  the  Boston  Harbor  Project  and 
other  wastewater  improvements  and  $1 .2 
billion  on  waterworks.  Debt  ser\'icc  will 
grow  from  $174  million  in  1993  to  $573 
million  in  1999. 

Average  Household  Rates  in  MWRA  Service  Area 
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Because  the  court 
ordered  Boston  Har- 
bor Project  began 
after  federal  funding 
for  Clean  Water  Act 
projects  expired,  an 
estimated  92%  of  the 
project  will  he  paid 
for  by  ratepayers 
unless  more  sources 
of  funding  become 
available.  This  figure 
contrasts  sharply 
with  the  Central 
Arleiy/Third  Harbor 
Tunnel  Project.  An 
estimated  87%  of  the 
cost  of  artery  con- 
struction will  come 
from  federal  funding 
and  only  13%  from 
state  taxes. 
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Welcome  to  Rate  Relief 


All  over  America,  ihe  costs  of  provid- 
ing clean,  safe  drinking  water  and  envi- 
ronmentally sound  sewage  treatment  are 
creating  a  crisis  of  affordability.  The 
problem  is  especially  acute  for  custom- 
ers of  the  Massachusetts  Water  Re- 
sources Authority,  which  is  modernizing 
water  and  sewer  systems  to  comply  with 
environmental  requirements  and  a  fed- 
eral court  order.  The  MWRA,  which 
provides  water  and  sewer  services  to  2.5 
million  people  and  5,500  businesses,  is 
launching  this  publication  to  help  pro- 
vide information  about  escalating  water/ 
sewer  fees,  efforts  to  provide  rate  relief 
and  suggestions  as  to  how  customers 
can  become  involved  in  finding  solu- 
tions. Rate  Relief  will  provide  up-to-date 
reports  on  activities  of  the  MWRA  and 
others  to  increase  the  level  of  stale  and 
federal  funding  and  other  rate  relief 
steps  necessitated  by  the  new  Deer  Is- 
land sewerage  plant  for  Boston  Harbor, 
Safe  Drinking  Water  Act  compliance 
projects  and  other  important  regional 
water  and  sewer  infrastructure  needs. 
We  at  MWRA  recognize  that  rate  relief  is 
our  most  important  priority.  By  sharing 
all  of  our  efforts  to  slow  rate  growth,  we 
hope  to  speed  our  mission  of  improvmg 
the  environment  and  contributing  to 
economic  development. 

Douglas  B.  MacDonald 
Executive  Director 


Why  the  high  cost? 

In  this  first  issue.  Rate  Relief  explains  the 
basis  for  MWRA  water  and  sewer  charges, 
and  the  reasons  for  the  increases. 

Ratepayers  in  the  MWRA  communities 
paid  artificially  low  fees  for  water  and 
sewer  services  for  many  years  because  the 
pipes,  pumping  stations  and  treatment 
plants  were  not  being  sufficiently  main- 
tained and  upgraded.  For  20  years  before 
the  MWRA  was  founded,  the  MDC  spent 
an  average  of  only  $11  million  a  year  on 
capital  investment  in  the  basic  water  and 
wastewater  infrastructure  for  its  service 
area.  By  contrast  in  1993,  the  MWRA  will 
spend  $781  million  on  rebuilding  its  ser- 
vice delivery  system.  Rates  lhat  were 
among  the  nation's  lowest  in  1986  ($140 
per  year  for  the  average  household)  have 
now  risen  to  among  the  highest  ($535  per 
year).  Without  rate  relief,  rates  are  pro- 
jected to  climb  to  $864  in  today's  dollars 
or  $1,296  by  1999  when  the  effect  of  in- 
flation decreases  the  purchasing  power  of 
the  dollar. 

The  MWRA  raises  money  to  fund  capi- 
tal projects  by  issuing  bonds  ($1.9  billion 


to  date)  10  mstiiutional  and  individual 

lenders. 

Debt  service  on  the  bonds  (recurring 
payments  of  interest  and  principal  to  pay 
off  the  bonds)  to  finance  MWRA  projects 
has  become  the  biggest  single  item  in  the 
budget.  New  debt  service  will  be  added 
because,  altogether  between  1993  and 
1999,  the  MWRA  plans  to  spend  $3.2  bil- 
lion on  the  Boston  Harbor  Project  and 
other  wastewater  improvements  and  $1.2 
billion  on  waterworks.  Debt  service  will 
grow  from  $174  million  in  1993  to  $573 
million  in  1999. 

Average  Household  Rates  in  MWRA  Service  Area 
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What  we're  doing 

Rate  affordabilily  is  ihe  Authority's  most 
pressing  priority.  The  MWRA  is  working 
with  the  state's  Washington  delegation  and 
with  state  lawmakers  to  pass  rate  relief  leg- 
islation, and  has  joined  coalitions  of  other 
communities  with  the  same  goal.  We  are 
asking  members  of  the  business  commu- 
nity, environmental  organizations  and 
other  constituent  groups  to  support  our 
efforts  to  control  the  growth  of  rales.  We 
support  the  MWRA  Advisory  Board's  ag- 
gressive efforts  to  educate  our  elected  offi- 
cials about  the  importance  of  rate  relief, 
including  formation  of  an  MWRA  caucus 
at  the  State  House.  We  are  also  communi- 
cating with  the  Clinton/Gore  transition 
team  to  make  sure  water  projects  are  in- 
cluded in  any  plans  to  jump-start  the 
economy. 

Debt  service  vs.  operation  and  maintence  costs 

S800 

I  Debt  Service 


Figuring  your  bill 

The  MWRA  provides  wholesale  water 
and  sewer  ser\'ices  to  61  cities  and  towns. 
The  communities,  in  turn,  distribute  water 
from  MWRA  regional  supplies  to  homes 
and  businesses  and  then  pipe  sewage  and 
street  runoff  to  MWRA  interceptors  to  be 
taken  to  sewage  treatment  plants. 

The  MWRA's  water  bill  to  your  commu- 
nity is  based  on  the  metered  amount  of 
water  supplied  to  the  town.  The  sewer 
charges  are  calculated  on  the  population 
of  a  community  plus  the  "population 
equivalents"  of  industry — a  method  used 
to  estimate  how  much  sewage  or  wastewa- 
ter comes  from  large  users  such  as  office 
buildings,  industries,  hospitals  and  uni- 
versities. A  committee  of  the  MWRA  Ad- 
visory Board  is  studying  whether  changes 
ought  to  be  considered  for  the  Authority's 
sewer  rate  methodology. 

The  bill  you  get  from  your  community 
includes  costs  of  both  the  MWRA  regional 
system  and  the  expenses  for  the  opera- 
tions, maintenance  and  rehabilitation  ser- 
vices provided  by  your  city  or  town.  Rates 
and  billing  frequency  vary  from  commu- 
nity to  community.  Some  offer  discount 
rates  to  the  elderly.  Most  communities 
base  both  the  water  and  sewer  portion  of 
the  retail  bill  on  the  amount  of  water  they 
supply  to  a  home  or  business.  Call  the 
number  on  your  bill  if  you  have  questions 
about  your  bill  or  specific  local  services. 


Water:  $176 


i 


Local 
$101 


MWRA 
$75 


MP 


Sewer:  $358 


Local 
$78 


MWRA 
$280 


Average  Household  Water  and 
Sewer  Bill:  $534 


Coming  next  time 


We'll  tell  you  how  to 
participate  in  efjorts  to 

support  rate  relief 
le^slation  pending  in 
Massachusetts  and 
Washington.  Rate  Relicj 
will  suggest  ways  thatyou^ 
and  your  community  can 
get  involved. 


Massachusetts  Water  Resources  Authority 
Charlestown  Navy  Yard 
100  First  Avenue 
Boston,  MA  02129 


Address 
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DIRECTOR'S  Message 


In  ilic  Lisi  issue  ol  ilii^  lK■\\^lclU•I,  ui.- 
out  lined  some  ol  tlie  cliallcn^es  l.u  - 
the  MWRA  as  il  wmks  lo  aehiew 
ini|ioiiain  cnvii'oiimenial  aiul  |iuIiIk 
IhmIiIi  proieciiou  goals  Since  ilien, 
we've  ix'en  working  hard  lo  pui  lo- 
geihei  a  package  ol  rate  relief  measures 
which  could  have  a  real  impact  on  wa- 
ter and  sewer  bills  in  communiiies 
serwd  by  die  MWR/\.  This  issue  ol 
Rah-  Re/ie/  oudines  four  key  pcMiits  m 
die  proposed  strategy:  managing 
MWRA  capital  and  operatmg  spending, 
increasing  federal  funding  for  federal 
mandates,  obtaining  state  debt  service 
assistance  and  financing  a  new  aque- 
duct with  state  assistance. 

MWRA  ratepayers  are  fonunate  to 
have  a  Congressional,  xlelegation  which 
has  fought  aggressively  to  obtain  more 
federal  funding  for  the  Boston  Harbor 
Project.  As  this  issue_of  l?atc  Relief  goes 
to  press,  it.is  unclear^hether  ear- 
mai-Ued^funds  will     included  in 
President  Clinton's  budget  submission 
to  Congress,  but  it's  important  to  let 
your  Congressmen  and  Senators  know 
you  support  their  efforts  to  bring  home 
rate  relief  from  Washington. 

Another  impprtant  component  of  the 
rate  relief  strategy  is  stale  debt  scp/ice 
assistance.  Alongside  the  MWR/ Advi- 
sory Board, 'a  caucus  of  MWRz/area 
legislators  has  been  fighting  orl  behalf 
of  ratepayers  for  several  years.  Your 
state  representatives  and  senators— 
along  with  the  Governor— also  need  to 
hear  from  you  in  support  of  state  assis- 
tance for  water  and  sewer  projects. 

Meanwhile,  we'll  be  working  on 
tightening  our  own  belt  at  the  MWIvA 
as  \\t  move  into  our  budget  review- 
season.  To  receive  a  "Rate  Relief  Cam- 
paign Kit,"  please  call  (617)  242-6000 
xl  105.  We  welcome  your  participation 
and  thank  you  for  your  support. 


Four  Key  Points  of  Rate 
Relief  Strategy 

vManage  MWRA  .Speiulmg.  Ilu         U  \ 
MUNI  ensure  ihai      opi'i.umv;  .iiul  i  .ipii.il 
1 1I--1--  .lie  Ixepi  lo  .1  niiniimiiii  .iiul  ili.ii  pub 
lu  I ;  uni     n i.iiiii.iiiu  i.i  so  i'\ i  i  \  i,iir|i.i\i.'i 
doll. II  \^ill  iiiiK  .uld  lo  ilu'  x.ilue  ol  w.iu  i 
.11  ul  -.1  \\  i  i  s(.  i A  K  I.  S   1  Ik' .\d\  iMii  ^  IhmuIis 
c  111  u'lii  K  I  oiuliu  I  iiiv;  .1  1  borough,  iiulepn i 
tleni  u-\  lew  olhoili  ilu-  M\\'R/\'s  (  iiiu-ni 
I  xpeiiM-  lUuliH  i  .iiul  C  .ipii.il  ImpioM-nu  iii 
I'lovj.ini    I  II  I  ou;',ll .  I- osl  s.i\ 111;',-.  .Iiul 
-.1  lii-iiiiK-  I  h.iii>;i-s,  ihc  MW  IvA  h.is  .ilir.uU 
i(-vist-(|  lis  (..ipii.il  s|X'iulini;  piojci  lions 
clow  n  by  S  I ,  ^  billion 

%*hiereasing  I  etieial  I-utuling  for  Clean 
Water  Act  and  Safe  Drinking  Water  Act 
Mandates.  We  will  target  obtaining  $200 
million  in  grant  funding  for  the  Boston 
Harbor  Project  in  the  federal  FY  1994 
budget  appropriations  process.  We  also 
need  long-term  financing  for  clean  water 
projects  through  new  Clean  Water  and 
Safe  Drinking  Water  Act  grant  programs, 
and  at  least  one  third  of  any  new  eco- 
nomic stimulus  package  for  water  infra- 
structure projects. 


vObi.im  Stall  l)i  bl  Si  ia  icc  Assislaiue 

I  lu  k(-\  lo  iiniiu  di.iii-  I. lie  n-|iel  is  >i.iii- 
yV  h\     i\  ue  .issiNi.iik e  uliu  h  tan  ix-  ap 
plied  diieeiK  low. ml  ollsriimg  ilie  rate 
p.i\  ri  s  I.  i)sis  ol  (.  .ipii.il  boi  low  mg  liti  wau 
■  Iiul  --i-vvei  pio|etls  I  i-i;is|.ii ion  b.is  been 
lilid  loi  ilk   I*-)*-)!  scssi()ii  lo  |-)io\ide  lliis 
liiiulin-.',  K)i  M\\  R.\  pio|i-i  Is  ,ind  tMlieis 
ihioiii;houi  ilk-  C  onmionwe.ilib    I  be 
\!\\  l\.\  IS  c.illiin;  lor  si.iu-  i.iie  leliel  loi 
M\\  R.\  I  iisioineis  m  ilu-  .iinouni  ol  Sit) 
iiiillioii  HI  I  ^■  1')')  I   s  U)  million  in  I 
l>>o  .  .iiul  s  )0  million  III  I  1 
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•M  uiuKlhe  New  A(|nediKt  with  Stale 
Assisyfiiiee.  dieaiei  llosion  is  one  ol  ilu- 
onl)-  metn>poliiaii  areas  in  ilie  counir)'  wiih 
a  single  ma|or  su|)piy  acjuedut  t  for  poiable 
water--the  Hultman  Aqueduct.  A  vital,  but 
expensive,  new  tunnel  is  currently  planned 
to  provide  redundant  service.  Construction 
of  the  second  aqueduct  is  an  essential  eco- 
nomic life  insurance  policy  for  all  of  Massa- 
chusetts. Therefore  the  Commonwealth 
should  fund  at  least  75%  of  this  capital  out- 
lay, beginning  in  Pif  1995. 


Average  Annual  Water  and  Sewer 
Household  Chargefwith  inlialion) 
FY94    FY9S    FY96    FY97    FY98  FY99 

FV94  Budget  submitted  5338    S947  S1.068  S1.207 

lor  Advisory  Board  Review  S623 

With  $200M  Annual  5595  si.HO 

Federal  Assistance  ^^^3    S703    S809  S89/ 
Beginning  Ff94 

With  State  Debt  service  g^g  $1,065 

SSS'".„seoo  s«a  s^^e  sa.o  S93i 


Douglas  B.  MacDonald 
Executive  Director 


MWRA  RAje-eei-IEF  STRATEGIES 
Impact  on  Average  Household 
Water  and  Sewer  Rates 
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New  Bottom  line  for 
mwra  spending  _ 

The  MWRA  capital  investment  pro 


FEDERAL  Funds  Focus 

One  of  the  four  aspects  of  the  MVVRA's 
rate  relief  si raiegy  i^idtjxicrease  lederal 
funding  lor  Clean  Water  Act  and  Safe 
["iniiking  Water  Aci  mandates  |obs  and 
:he  nation. il  economic  agenda  provide  ail- 
duional  impeiiis  lor  inhision  ol  lederal 
dollar^  into  re.iuthorizaiion  legislation 

riCMcleni  Clliiuon  s  et  ononiK  si  iinulii-. 
plan  (.alls  out  the  need  to  t  leale  |oh^  to 
|ump  siaii  an  economic  recovery  C.on- 
^iitKiion  ol  u'astewaler  and  waiei  Lkiliiic 
aie  among  the  highest  geneiaiois  ol  |ohs 
and  other  ecoiHunic  henelits  ol  all  inlia- 
^iiucture  const  ruction  pro|ecis 

By  in\esting  in  our  water  and  seuer  sys 
lems  not  only  are  we  creating  inueli 
needed  |obs  and  insuring  regional  eco- 
nomk  siahiliiy  and  (.ompet it i wness,  inn 
\\ e  are  aUo  deli\ei  ing  cut ical  public  lieali  I 
anti  em  iionmental  benelits 


Jobs  Created 


$1  Billion  Invested 

on  i  nfcit  on  CHim  W^ef  Inveslmcnl  and  Job  Dution.  pfcpaied 
Hi*  Natlorttt  UUtty  Contractor  Assocuttofi  by  A{>oo««  Re^accb.  Inc  . 


State  Assistance  Focus 

The  2.5  million  people  and  5,500  busi- 
nesses scn'cd  by  MWFIA  area  communities 
represent  and  support  a  heftVpart  ol  tltr 
Massachusetts  econonn   Pann.ling  reliable 
,ind  sale  uaier.ind  sewer  >er\ice^  i-  esseiv 
II, il  1(1  noi  oiiK  iHii  cuNiomei--  lu\ilih  .iiul 
i.|ii.tlit\-  ol  lile  inn  .il^o  to  the  CLononiK 
well-being  ol  the  enure  C  ommonwe.ilih 
Residents  and  industries  ol  \ .ii  ioil>  i\ pes 
,iiul  sizes  lliroughoul  the  C  ommonwealih 
.lie  dependeni ,  diret  tK  or  iniliiei.il\ .  on 
the  economic  siicngth  and  si.ibihiv  ol  die 
.irea  served  hy  the  MW  R.A  st.iie  assisiaiue 
iscsseiiiial  not  onl\  lo  aid        R.A  i".iiep.i\  - 
eis  bui  .IS  an  inxesiment  in  the  emnomk 
lul  lire  of  the  slate 

A  thi  i\'iiig  ecoiiiimx'  .iiii.u  is  both  new 
biisinc'sscs  .iikI  iesnienis  Rcceiii  li.iid 
limes  li.ne  t.iken  .i  toll  on  ccononik  con- 
ditions in  m.my  wa\s  CAHitinumg  to 
Ignore  the  needs  ol  oui  w.uei  and 
sewer  infrastructure,  however, 
would  have  a  neg.it  ive 
impact  on  stability  and 
competitiveness.  The 
Commonwealih's 

commil- 
•v'l'-'i ■  .v'"     ment  to 
rale  assistance 
will  be  a  strong 
symbol  of  dedication  to 
the  economy  and  envi- 
ronment of  the  state,  as 
well  as  providing  imme- 
diate rate  rcliei. 


WHAT'S  THE  BEST  WAY 
TO  PUT  A  BILLION 
DOLLARS  TO  WORK? 


gram  for  new  and  rehabilitated  waste- 
water and  water  supply  facilities  to 
meet  public  health  and  environrnental 
protection  goals  is  estimated  at  over 
$5.7  billion  through  this  decade — 
$1.3  l)illion  less  tlian  previous  estimates. 

The  wastewater  portion  of  that  to- 
tal IS  now  estimated  at  $4.8  billion, 
mostly  for  new  sewage  treatment  la- 
cililics  to  achieve  compliance  with 
the  Clean  Water  Act.  The  waterworks 
portion,  which  includes  facilities  for 
compliance  with  the  Safe  Drinking 
Water  Act,  is  projected  to  be  over 
$800  million. 

Tliese  costs  are  mostly  financed  by 
MWlM/s  bond  borrowing.  For  every 
$100  million  to  be  financed  from 
MWRA's  bonds,  ratepayers  over  the 
nexj/30  years  will  spend  $266  million 
to  repay  the  debt  with  interest. 

Additional  expenses  falling  directly 
on  MWRA  communities  will  also  be 
required  to  bring  local  water  and 
''  sewer  systems  up  to  today's  standards 
arid  to  operate  facilities  throughout 
the"M\yi^  and.community  systems. 
WKile  approidiriately  3^%  otproject 
costs  are  mand[ate<^b^vfederal  law, 
non-mandatecf  projdi;ts  are  far  from 
expendable— cutting  or  deferring 
these  projects  would  risk  disastrous 
corrsequences  for  our  water  and 
sewer  systems. 
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RATE 


A  periodic  report  from  the  Massachus       3  M/  ater  Resources  Authority 


Director's  Message 


1am  happy  to  report  that  financial 
assistance  for  MWRA  ratepayers  is 
being  proposed  both  on  Beacon  Hill 
and  in  Washington.  At  the  time  this  issue 
of  "Rate  Relief  went  to  print,  the  pro- 
posed House  budget  had  included 
approximately  $20  million  for  FY94. 
With  Senate  support  and  Governor 
Weld's  approval  this  will  enable  us  to 
hold  wholesale  rate  increases  below  dou- 
ble digit  percentages. 

In  the  nation's  capital,  President 
Clinton's  announcement  that  his  budget 
submission  includes  a  proposed  $100 
million  appropriation  for  the  Boston 
Harbor  Project  is  welcome  news.  That's 
$100  million  we  won't  have  to  borrow 
and  pay  back  over  the  next  30  years. 
Recently,  I  joined  Senator  Kennedy  in  tes- 
tifying before  a  Senate  Committee  in  sup- 
port of  the  $100  million  appropriation. 

This  year  both  the  Clean  Water  Act  and 
the  Safe  Drinking  Water  Act  are  up  for 
reauthorization  in  Congress.  We  v^ll  be 
working  w\\h.  the  Massachusetts  delega- 
tion to  ensure  that  MWRA  projects  and 
interests  are  represented  in  these  impor- 
tant environmental  laws. 

Elected  officials  continue  to  need  input 
and  encouragement  from  ratepayers.  We 
thank  you  for  your  continued  interest. 

Douglas  B.  MacDonald 
Executive  Director 


POSITIVE  Rl 

The  ever-increasing  | 
water  and  sewer  rates  has  been  nffcfd^ 
many  newspapers. 

Two  recent  editorials  in  the  Quxncy 
Patriot  Ledger  supported  effons  by  the 
Authority  to  control  rate  increases.  Those 
editorials  stated,  in  part: 


The 


MWRA  IS 


UNDER- 


TAKING 


THIS  HUGE 


PROJECT  - 


WITH  MOST 


WORK  ON  TIME  AND 


UNDER  BUDGET  -  FOR 


A  VERY  SIMPLE  REA- 


SON: FEDERAL  LAW 


REQUIRES  IT,  AND  A 
FEDERAL  JUDGE  HAS 
ORDERED  IT." 

-May  7,  1993 
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What's  important 


IS  THAT  THE  AUTHORITY 
IS  AGGRESSIVELY 
SEEKING  WAYS  TO 
TRIM  THE  COST  OF 
THE  CLEANUP." 

-MAY  15-  16,  1993 


Rate  Projection 
VISIONS  Reflect 
TivE  Management 

Developing  rale  projections  for  future 
years  involves  making  many  assumptions. 
In  discussing  projected  rates  with  our 

ratepayers  and  elected  officials  we 
are  conser\'ative  regarding  poten- 
tial costs  of  meetmg  obligations 
and  optimistic  about  potential 
reductions  in  those  costs  based 
on  what  the  Authority  con- 
siders as  reasonable  rate 
relief  opportunities. 
The  MWRA  produces 
five-year  projections  for 
several  reasons;  provid- 
ing disclosure  to  poten- 
tial bond  investors;  plan- 
ning with  user  communi- 
ties and  other  interested  parties;  and 
developing  internal  financial  management 
strategies  for  financing  capital  expenditures. 

Revisions  to  the  projections  are  usually 
made  public  twice  each  year.  The  revisions 
normally  show  changes  in  the  projections 
because  of  the  dynamic  nature  of  the  under- 
lying variables,  including,  for  example,  esti- 
mates of  future  interest  rates  and  inflation 
rates. 

Even  short-term  projections  are  subject  to 
significant  adjustment.  For  example,  the 
average  annual  household  charge  for  FY93 
is  $545  —  well  below  the  projection  for 
FY93  made  in  1991  ($590).  Similarly,  the 
current  projection  of  $623  for  FY94  is 
already  lower  than  the  projection  of  $684 
made  only  a  year  ago.  For  long-term  projec- 
tions, fluctuations  can  be  more  substantial 
as  actual  events  unfold.  Recent  adjustments 
are  attributed  to  lower  actual  inflation  and 
interest  rates  than  those  previously  assumed 
by  the  MWRA,  savings  from  aggressive  con- 
struction bids,  and  the  MWRA's  own  cuts 
in  operating  and  capital  costs. 

Partly  due  to  its  approach  to  rate  projec- 
tions, the  MWRA  has  consistently  demon- 
strated its  credibility  with  financial  markets 
and  the  rating  agencies.  This  has  helped 
the  MWRA  lower  its  costs  of  borrovwig, 
probably  the  single  most  significant  step  in 
restraining  long-term  costs  to  ratepayers. 
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FLOW 


WHOLESALE  SEWER  RATE  IVI ETHODOLOGY 

Allocating  the  cost  of  wastewater  treatment  is  not  a  sim- 
ple process.  Major  components  to  consider  include: 


THE  AVERAGE  DAILY 
VOLUME  OF  WASTE- 
WATER. 


THE  SURGES  OF 
WASTEWATER  VOLUME 
THAT  ARE  RELATED  TO 
WET  WEATHER  AND 
THAT  OFTEN  PUSH  THE 
SEWERAGE  SYSTEM 
BEYOND  FUNCTIONAL 
CAPACITY. 


THE  AMOUNT  OF 
SOLIDS  THAT  HAVE  TO 
BE  REMOVED  FROM 
WASTEWATER, 
PROCESSED,  AND 
DISPOSED  OF. 


PEAK 
DEMAND 


Content 


Currently,  the  MWRA's  wholesale  charges  for  sewer  service  are  based 
on  each  municipality's  proportionate  share  of  use  as  measured  by  popu- 
lation and  population  equivalents  (P&PE).  The  P&PE  methodology 
breaks  the  sewer  system  costs  into  two  different  customer  classes,  con- 
siders two  different  sources  of  volume,  allocates  costs  to  three  different 
components  of  wastewater  treatment,  and  incorporates  data  on  domestic 
and  industrial  contributions  of  volume  and  total  suspended  solids  (TSS). 


ADVISORY  Board 
Committee  Working 
ON  Sewer  Rate 
Methodology 

As  a  result  of  concerns  raised  by  MWRA 
sewer  communities  regarding  the  equity  of 
the  Population  and  Population  Equivalent 
(P&PE)  formula,  the  Advisory  Board  has 
established  the  Sewer  Rate  Methodology 
Committee.  The  committee  was  formed  in 
September  1992  and  includes  representa- 
tives from  eleven  communities  (Boston, 
Cambridge,  Canton,  Newton,  Framingham,  | 
Norwood,  Quincy,  Somerville,  Stoughton, 
Wellesley,  Weymouth,  Winchester,  and 
Wilmington).  Committee  Chair  Phillip 
Farrington  of  Stoughton  presented  an  inter- 
im report  on  the  Committee's  efforts  to  the 
MWRA  Board  of  Directors  on  May  26th. 

Focusing  on  variables  which  affect  cost, 
the  Sewer  Rate  Methodology  Committee's 
mission  has  been  to  establish  the  relative 
importance  of  criteria  making  up  a  sewer 
rate  structure. The  Committee  identified  two| 
primary  criteria  for  any  formula  used  to 
determine  charges  for  the  operations  and 
maintenance  costs  of  sewage  treatment: 
quantity  of  wastewater  and  its  quality  (or 
strength).  The  group  also  favors  incentives 
to  achieve  fairness  and  conservation  goals 
which  include  the  elimination  of 
inflow/infiltration  from  local  systems  and 
sewer  separation. 

The  Committee  will  continue  to  examine 
the  issue  of  costs  associated  with  the  sewage  | 
system  and  the  equity  in  distributing  costs 
among  user  communities.  As  positions  are 
endorsed  by  the  Advisory  Board,  the 
Committee  will  submit  further  recommen- 
dations to  the  Board  of  Directors  for  consid-l 
eration  in  the  MWRA's  rate  formulas. 
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